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Canadian Exchange Rate Policy 


In a recent review of Canadian exchange policy the 
Canadian Minister of Finance stated that in 1949, when 
Canada was forced to devalue, it was realized that the 
rate might have to be adjusted again in the near future. 
This proved to be the case when heavy capital inflows 
during the spring and summer of 1950 made it clear that 
the existing rate could not be held. At that time, however, 
there was no reasonable assurance as to what new fixed 
rate could be maintained. Since late 1950, Canadian 
policy has been to leave the exchange rate to the free 
play of market forces without official intervention except 
to ensure orderly market conditions. 

The Minister attributed the present strength of the 
Canadian dollar primarily to the development of an 
export surplus during the past 12 months or so. In 1952, 
in contrast to 1951 when the exchange rate was supported 
by a substantial net inflow of capital, there will probably 
prove to have been some net outflow. The volume of 
direct foreign investment may be even larger this year 
than last, but partly as a result of profit taking by U.S. 
investors there have been appreciable sales of market- 
able securities. The Minister also said that he would not 
be “unduly alarmed” if the Canadian dollar were to 
fall below parity with the U.S. dollar at some future 









International Materials Conference 


The Sulphur Committee of the International Materials 
Conference has made a supplementary distribution of 
sulphur for the second half of the year, which allocates 
the amount originally set aside as a contingency reserve 
and also takes into account increased export availabilities 
from certain exporting countries, mainly in Latin Ameri- 
ca. Import quotas have been increased for Argentina, 
Australia, Brazil, Finland, France, India, New Zealand, 
the Philippine Republic, and Uruguay, and the total 
additional allocations amount to 29,800 long tons. 
Source: International Materials Conference, Press Re- 

lease No. 81, Washington, D. C., October 16, 
1952. 


Europe 
U.K. Trade with Eastern Europe 


The new grain contract recently signed by the United 
Kingdom and Russia is the smallest of those signed 
between these two countries since the war. Previous con- 


date. “There is no inherent logic in equality with the 
U.S. dollar.” 

_ While at some future time there may be conditions 
in which a fixed rate would be appropriate, its determi- 
nation is difficult and involves arbitrary losses and gains 
for different groups. (While exporters tend to be ad- 
versely affected by the rise in the exchange rate, the 
cost of imports is reduced in terms of Canadian dollars. 
During the last 12 months the Canadian cost of living 
index has fallen by 2 per cent while the U.S. index has 
risen by 3 per cent.) Also, when a fixed rate gets out of 
line with changing economic conditions, it may have 
to be defended by restrictive controls over trade and 
capital movements. The present premium on the U.S. 
dollar could be eliminated by making substantial pur- 
chases of U.S. exchange, but this would involve fresh 
taxation or borrowing from the public or from the bank- 
ing system. Furthermore, the free rate carries its own 
corrective within itself. When enough people regard 
the rate as too high, their sales tend to bring it down. 
The experience of the last few years has indicated that 
under present conditions it is wiser for Canada to rely 
on these automatic forces. 


Source: Ministry of Finance, Press Release, Ottawa, 
Canada, October 20, 1952. 


tracts were for 900,000 tons of grain in 1949-50, 800,000 
tons in 1950-51, and 1,000,000 tons in 1951-52. The 
new contract is for only 200,000 tons, with shipments to 
start immediately. 

On the basis of the first six months of the year, the 
annual rate of U.K. imports from Eastern Europe has 
fallen to £72 million in 1952, from £95 million in 1951, 
while the rate for U.K. exports and re-exports has risen 
to £67 million, from £40 million in 1951. 

Source: The Financial Times, London, England, Octo- 
ber 16, 1952. 


Results of Benelux Conference 

At the conference between representatives of the 
Netherlands, Belgium, and Luxembourg, held at Knocke 
(Belgium) on October 14 (see this News Survey, Vol. V, 
p- 117), it was decided to establish a permanent min- 
isterial group in order to ensure a realistic approach in 
making important government decisions in the field of 
economic policy. A special committee under the chair- 
manship of the Benelux Ministers of Economic Affairs 


142 INTERNATIONAL FinanciaL News Survey, October 31, 1952 


and Labor or Social Affairs, consisting of representa- 
tives of the three countries’ industrial organizations (both 
management and labor), will be entrusted with the task 
of making a thorough study of joint wage and price 
problems; the study will be made on the basis of the 
fundamental principles that govern the policies of the 
three governments in these matters. These principles 
provide that the level of wages must not jeopardize the 
balance of payments or act to cause unemployment, while 
the communiqué issued after the conference also affirms 
that it is essential to restrict any rise in the cost of 
living and to make goods available to consumers at the 
most favorable possible prices. 

A second special committee will be established of rep- 
resentatives from the tobacco manufacturing, paper, 
furniture, enamelled ware, and stove manufacturing 
industries in the three countries; these are the Belgian 
industries which are most affected by Netherlands com- 
petition. The committee’s task will be to promote joint 
measures by the industries concerned and, with the co- 
operation of the Governments, to improve conditions in 
those industries. If the committee is unable to find 
solutions for these problems, they will be referred to the 
Governments. Toward the end of November the three 
Governments will hold another ministerial conference 
after having studied the findings of the special committees. 

The Netherlands Bank and the National Bank of Bel- 
gium will be asked to establish contacts conducive to 
cooperation in the fields of monetary, credit, and foreign 
exchange policy, and foreign exchange controls. Exist- 
ing cooperation in the field of foreign trade policy 
vis-a-vis the OEEC countries, the dollar area, and third 
countries will be strengthened. 

Sources: Aneta News Bulletin, New York, N. Y., Octo- 
ber 15 and 16, 1952; Het Financieele Dagblad, 
Amsterdam, Netherlands, October 16, 1952. 


Relaxation of Netherlands Exchange Restrictions 


The Netherlands Bank has issued a general license 
authorizing the banks to transfer freely any balances 
outstanding on June 30, 1952 in the so-called K accounts 
(capital accounts of foreign nonresidents). Up to Octo- 
ber 8, 1952, the date when the new regulation became 
effective, those accounts could, as a rule, be utilized 
only for investments in nonexportable securities and for 
certain payments in the Netherlands, such as travel 
expenses, taxes, family allowances, etc. Licenses to 
transfer balances in K accounts may be granted in any 
case in which a foreign nonresident lives or has resi- 
dence (a) in a country with which the Netherlands has 
a payments agreement providing for transfer of capital 
earnings and amortization, or (b) in Brazil, Greece, 
Austria, Turkey, or the United States. The general license 
expires on January 1, 1953. 


The Netherlands Bank has also increased the maxi- 
mum allocation of foreign exchange to Netherlands 
tourists traveling abroad, from 400 guilders (US$105) 
to 600 guilders (US$158) per annum. This measure 
also expires at the end of 1952. 

Both measures are said to have been taken in view of 
the creditor position of the Netherlands in EPU; at the 
end of September, its cumulative accounting surplus was 
$294.4 million, or 82.9 per cent of its EPU quota. 


Sources: Het Financieele Dagblad, October 10, 1952, 
and De Twentsche Bank N.V., Weekbericht, 
October 10, 1952, Amsterdam, Netherlands. 


Fixed Gold Parity for Swiss Franc 


The Swiss National Assembly (Nationalrat) has unan- 
imously approved a draft law revising the Swiss cur- 
rency law. In the new law, the gold content of the 
Swiss franc is again fixed at 0.203 225 8 grams of fine 
gold, corresponding to an exchange rate of 4.373 francs 
per dollar (1 franc = US$0.228685). This means that a 
fixed parity has again been formally established for the 
Swiss franc. Since September 1936 there has been no 
fixed parity; however, under a decree of September 26, 
1936 the Swiss National Bank was authorized to main- 
tain the value of the franc between the prescribed limits 
of 144.7 and 163.7 Swiss francs per troy ounce of fine 
gold (or 4.13-4.68 francs per U.S. dollar). Since Sep- 
tember 23, 1949 all transactions in U.S. dollars have 
been conducted at the rates prevailing in the free market, 
with the National Bank taking such action as was neces- 
sary to keep fluctuations in the dollar rate within certain 
limits. Actually free dollar rates have been fluctuating 
around 4.30 Swiss francs per dollar: at the end of 1949, 
the rate was 4.30 francs; at the end of 1950, 4.29 francs; 
and at the end of 1951, 4.36 francs. It has fallen some- 
what in 1952, the rate on October 24 being 4.28 francs. 

The new currency law provides, furthermore, that 
new gold coins to be issued will have the face values of 
50 and 25 francs. In principle, the right to convert 
gold freely into coins will be maintained. However, such 
conversion on private account will require licensing by 
the Swiss Federal Council (Bundesrat) as long as the 
Swiss National Bank is not obliged to exchange bank 
notes for gold coins. 

The next step completing the reorganization of the 
Swiss currency system is expected to be the submission 
to Parliament of a draft revising the statute of the Swiss 
National Bank during the next Parliamentary session. 
The emergency legislation in force at present with regard 
to the Swiss currency system expires at the end of 1954. 


Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 17, 1952; International Monetary Fund, 
International Financial Statistics, Washington, 
D. C., September 1950 and September 1952. 
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New Type of Loan in Norway 

The city of Oslo has received permission from the 
Norwegian Government to obtain a 14-year loan for 15 
million kroner (US$2 million). The interest rate will 
be 3 per cent for the first six years; after that the rate 
will be regulated in such a way that it will be 44 per 
cent higher than the discount rate of the Bank of Nor- 
way, with the maximum rate limited to 4 per cent. At 
present, the Bank discount rate is 24% per cent. The 
bonds will be sold at par. Recently there have been 
difficulties in floating new loans, since there has been 
no market for bonds which yielded only 3 per cent, the 
highest interest rate permitted by the authorities. 
Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 

way, October 25, 1952. 


Swedish-Japanese Trade 


At the end of last July, Sweden owed Japan some 
SKr 60 million (US$11.6 million), mainly as a result 
of large Swedish imports of steel plates and delayed 
deliveries of Swedish exports. According to the Japanese 
newspaper Nippon Times, the two countries have agreed 
on some switch transactions amounting to SKr 36 mil- 
lion ($7 million) the proceeds of which will be used to 
reduce the Swedish debt to Japan. The agreed trans- 
actions include SKr 22 million in rice from Thailand, 
SKr 5 million in sugar from Cuba, and SKr 7 million 
in potash from Eastern Germany. Sweden will pay for 
these goods in the various countries and export them to 
Japan. 

Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 
ber 9, 1952. 


Italy’s Budget in 1951-52 

For the fiscal year ended June 30, 1952, Italy had a 
budget deficit of 423 billion lire, or about 50 per cent 
more than in the previous year. There was a deficit of 
486 billion lire on account of current receipts and 
expenditures, and a surplus of 63 billion lire on capital 
account. This surplus was primarily the result of the 
flotation of a medium-term loan last January-April, which 
netted some 140 billion lire. Receipts in 1951-52 of 
2,056 billion lire and expenditures of 2,480 billion lire 
were both substantially higher than in the previous year. 

The results of the cash budget (i.e., the budget based 
on actual cash in-go and out-go) were somewhat less 
satisfactory. The cash deficit during fiscal 1951-52, 
including transactions completed in July 1952, was 335 
billion lire, compared with a deficit of 159 billion lire 
during the same period of 1950-51. Cash receipts in 
1951-52 were 1,943 billion lire, of which 250 billion 
was on account of receipts assessed in previous years 
which had fallen into arrears. Cash expenditure was 
2,278 billion lire, of which 654 billion was on account 


of expenditure appropriated but not actually made in 
previous years. During the fiscal year the net reduction 
of arrears was therefore 404 billion lire. On the other 
hand, not all the revenue assessed and the expenditure 
appropriated during 1951-52 materialized into cash trans- 
actions. There were some new arrears of revenue, but a 
substantial volume of appropriated expenditure that was 
not paid out during the year was more important. The 
net result was an accumulation of new passive arrears 
of 493 billion lire, which has to be offset against the 
404 billion lire of old arrears settled during the year. 
Arrears are becoming one of the major problems of the 
Government. They have reached a net amount which, 
although not officially reported, is known to exceed 1,500 
billion lire, 2,000 billion lire of expenditure being un- 
paid against 500 billion of revenue arrears. This repre- 
sents a hidden liability which should be taken into 
account in estimating the outstanding public debt. 

The cash budget deficit of 335 billion lire was covered 
by 103 billion lire of new subscriptions to Treasury bonds, 
52 billion lire of new deposits with the Treasury by 
various financial entities, a net increase of 170 billion 
lire in the Treasury debt due to other factors (primarily 
postal savings), and a reduction of 10 billion lire in 
cash holdings. 

ECA and MSA counterpart funds are included in the 
Italian budget among current receipts. Their amount in 
1951-52 was 177 billion lire, or nearly 50 per cent more 
than in the preceding year. 

While the Treasury increased its total indebtedness by 
335 billion lire (including the medium-term loan floated 
early in 1952), it also increased its credit with the Bank 
of Italy by 56 billion. This was the result of depositing 
in the Bank of Italy’s account part of the proceeds of 


the medium-term loan. 


Source: 24 Ore, Milan, Italy, October 4, 1952. 


Tripartite Aid to Yugoslavia 

The Governments of the United States, the United 
Kingdom, and France have reached an agreement with 
the Yugoslav Government on the continuation of tri- 
partite aid to Yugoslavia during the fiscal year July 1, 
1952-June 30, 1953. According to a joint announcement 
in Belgrade on October 13, Yugoslavia will receive in 
that year grants-in-aid totaling about $99 million, com- 
pared with about $120 million in the fiscal year 1951-52. 
The United States will provide $78 million, of which 
$30 million has already been made available for pur- 
chases of foods and industrial raw materials. The 
U.K. share amounts to £4.5 million (US$12.6 million) 
and that’ of France to 2,940 million French francs 
(US$8.5 million). 

It is reported that the Yugoslav authorities had esti- 
mated that this year’s balance of payments deficit would 
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be $150 million. They had calculated that, as a result of 
the drought, the export program would be reduced by 
about $60 million, while about $90 million would be 
required for increased imports of food and feedstuffs, 
especially wheat, corn, fats, and oils. Since tripartite 
aid will amount to only about $99 million, imports of 
industrial materials will have to be severely curtailed, 
e.g-, imports of cotton from 42,000 tons to 26,000 tons, 
and imports of iron and steel products from 126,000 tons 
to 80,000 tons. 

By cutting imports drastically and stimulating exports, 
the Yugoslav authorities hope to reduce their payments 
deficit in fiscal 1952-53 to $4.5 million. Their success 
in this depends on their obtaining a postponement of 
about $20 million due for the service of short-term for- 
eign loans (Yugoslavia’s foreign debt is estimated at 
$250 million) and on being able to avoid the use of 
tripartite aid for emergency food purchases. 

‘The Yugoslav authorities hope that they will not have 
to resort to such measures as the reintroduction of food 
rationing and compulsory deliveries of agricultural prod- 
ucts, and that the price of bread can be stabilized by 
large cereal imports; but, because of the reduction of 
investments and the curtailment of the industrialization 
program, considerable unemployment and a fall in the 
standard of living is forecast for the coming months. 
Sources: The Times, London, England, October 14, 1952; 

Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 16, 1952. 


Middle East 
Prices, Credit, and Deflationary Trends in Egypt 

The Egyptian Government has opened a drive to lower 
the cost of living and prices in general. It has decreed 
that rents of dwellings built since January 1944 should 
be reduced by 15 per cent, the reduction to become 
effective with the rent due for October 1952, A reduc- 
tion of 10 per cent on railway fares has also been de- 
creed. Almost. all consumption goods (foodstuffs, tex- 
tiles, pharmaceuticals, wearing apparel, gas stoves, etc.) 
have been included in the price ceiling lists, with a 
sizable decrease of traders’ profit margins. In order to 
enforce the new price ceilings, the army will help the 
police in supervising markets. Punishments for hoarding 
or refusal to sell goods at fixed prices have been increased, 
with imprisonment at hard labor the penalty in certain 
cases. All offenders will be brought before military 
courts. 

The decrease in prices, which began in February 1952, 
has continued. The general wholesale price index (June- 
August 1939= 100) was 367.6 in August, compared 
with 406.6 in January, and the cost of living index 
(June-August 1939 == 100) dropped from 330.8 in Jan- 
uary to 317.0 in August. Further decreases are expected 


for September and October as a result of the Govern. 
ment’s new efforts to lower prices. 

The Economic Bulletin of the National Bank has said 
that numerous signs have appeared indicating that infla- 
tion has suddenly stopped and given place to a steady 
process of deflation, felt most acutely in certain branches 
of industry and trade. The outward signs are the de. 
creases in prices, and in imports and exports, cuts in 
production, increasing unemployment, and a falling 
money supply. Cash is short in the market, payments 
are slack, and the number of protested bills is rising. 
The Bulletin asserts that this deflationary trend, like the 
inflation that preceded it, came without the action of 
any authority being responsible. The lines of credit open 
to commercial banks at the National Bank of Egypt have 
not been reduced, and are as great as they were last year. 
The Government has been running a deficit, which has 
been an inflationary factor. The cause of the new trend 
is the fall in prices in world markets, as rising prices 
following the Korean outbreak were the cause of inflation. 

The Bulletin states that the complaint, often heard, 
that monetary stringency is due to the enforcement by 
the National Bank of Egypt of a 15 per cent reserve 
ratio for commercial banks is quite unfounded. The 
banks in fact maintain with the National Bank deposits 
consistently exceeding LE 40 million, against about LE 25 
million required by the 15 per cent reserve ratio. 

The National Bank is trying to smooth the fluctua- 
tions, but it cannot enforce internal monetary expansion 
so long as cotton prices abroad are falling, since such 
action would, in the final analysis, endanger the rate of 
exchange of the Egyptian pound. The liquidity of com- 
mercial banks and the restriction of their activities to 
the sober necessities of financing the country’s needs 
augurs well for a satisfactory outcome. 


Sources: Al Ahram, September 27, 30, October 2, 3, 7, 
8, 9, and 11, 1952, and Economic Bulletin of 
the National Bank of Egypt, Vol. V, No. 2, 
1952, Cairo, Egypt. 


Egyptian Cotton Crop Estimate 

The first estimate of the 1952-53 cotton crop in Egypt, 
announced on October 6, is 9,187,000 kantars (exclud- 
ing scarto), which is 1,346,000 kantars more than the 
final estimate of the 1951-52 cotton crop released on 
June 16 (see this News Survey, Vol. V, p. 13). The 
1952-53 estimate includes 3,825,000 kantars of long: 
staple cotton (over 13 inch), 1,334,000 kantars of long- 
medium-staple cotton (over 14% inch), and 4,028,000 
kantars of medium-staple (over 14 inch). Scarto pro- 
duction is estimated at 216,000 kantars (1 kantar = 
99.05 pounds). 

The average yield for long-staple cotton is estimated 
at 3.97 kantars per feddan, that of long-medium-staple 
at 4.49 kantars, and that of medium-staple at 5.56 kantars 
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(1 feddan = 1.038 acres). Last year’s final crop esti- 
mate put the yield of long-staple at 3.61 kantars per 
feddan, that of long-medium-staple at 3.60 kantars, and 
that of medium-staple at 4.52 kantars. 


Source: Al Ahram, Cairo, Egypt, October 7, 1952. 


Gold Imports in Lebanon 


In the first half of 1952 imports of gold bullion into 
Lebanon were LL 10.2 million, against LL 6.3 million 
in the first half of 1951, and gold coin imports amounted 
to LL 3.6 million, compared with LL 1 million a year 
earlier. Part of this increase may have been due to 
gold purchases by the Government to strengthen the note 
cover. Moreover, it is known that the Government has 
recently purchased gold coins (mainly sovereigns) in 
the local market in order to alleviate the commercial 
crisis by increasing the money circulation. The same 
policy was followed by the Government in 1949 and 1950. 

The main sources of gold imports this year were the 
United States (LL 4.9 million), France (LL 2.9 million), 
Holland (LL 1.8 million), the United Kingdom (LL 1.6 
million), and Switzerland (LL 1.3 million). 

Source: Le Commerce du Levant, Beirut, Lebanon, Octo- 
ber 15, 1952. 


Cotton Exports from Pakistan 


Pakistan’s cotton exports during the year ended Aug- 
ust 31, 1952 totaled 1,248,000 bales, against 1,325,000 in 
1950-51, and there was a carry-over of more than 200,000 


bales. China was the largest purchaser (435,719 bales) 
followed by Japan (299,068 bales), the United Kingdom 
(86,827 bales), and Hong Kong (81,897 bales). India 
took only 975 bales. 

Prospects for the coming season are good, despite a 
relatively large crop of 1.8 million bales and the current 
carry-over. The shortage of dollars in Europe is ex- 
pected to increase European demand for Pakistan’s 
cotton; demand from India is also expected to increase, 
as the Indian crop is now estimated at 3.1 million bales 
against an earlier estimate of 3.7 million bales. Finally, 
Pakistan is in a better position to sell its cotton to Japan; 
Pakistan has removed textile imports from the open 
general license, and imports from Japan may be made 
conditional on Japan’s purchases, mainly of cotton, in 
Pakistan. In addition, a cooperative society for cotton 
buying in Pakistan has recently been set up in Japan 
and will soon enter the market. Pakistan may also revise 
its commercial agreements with industrial countries in 
order to force those countries to take greater quantities 
of cotton (or jute). The recent agreement with France 
provides that France will import 275,000 bales of Pak- 
istani cotton before the end of 1952. 

Source: Le Commerce du Levant, Beirut, Lebanon, Octo- 
ber 22, 1952. 


Cloth Production in Pakistan 


- Pakistan’s production of cloth textiles has risen from 
88 million yards in 1948 to 128 million yards in -1951 
and to a current annual rate of 175 million yards. Actual 
production between January and July 1952 was over 
96 million yards. There are now 32 textile mills in the 
country, all working double shifts, with 870 power looms. 
Whereas at the time of partition Pakistan had 177,418 
spindles, it now has 333,126 spindles; the target ‘set by 
the First Industry’s Conference is 1,350,000. 

When all these spindles are in operation, probably in 
1955, total production is expected to be 700 million yards 
annually, which should be enough to meet total domestic 
requirements of cloth at the rate of 10 yards per capita. 
At present about 400 million yards, valued at PRs 300 
million (US$90.9 million) are imported annually, mainly 
from Japan, the United Kingdom, and India. 


Source: Dawn, Karachi, Pakistan, October 5, 1952. 


Far East 

Industrial Housing in India 

In 1952-53 the Government of India will allocate Rs 71.7 
million (US$15 million) to State governments, housing 
boards, and employers’ and workers’ housing coopera- 
tives, for the construction of 28,500 tenements for indus- 
trial workers. Of this amount Rs 32.4 million will be dis- 
tributed as subsidies and Rs 39.3 million will be in the 
form of 15 to 25-year loans at 44 per cent. 


Source: The Statesman (Overseas Edition), Calcutta, 
India, October 4, 1952. 


Ceylon’s Fiscal Measures 


Expenditure on nonproductive and nonurgent projects, 
amounting to about Rs 104 million, has been excluded 
from the Ceylon Government budget for the fiscal year 
October 1952-September 1953. The projects affected are 
an iron and steel mill, a D.D.T.-caustic soda factory, 
a cotton textile mill, a new paper factory, a new acetic 
acid factory, and an ore-dressing plant for mineral sands. 


Source: Ceylon News, Colombo, Ceylon, October 2, 1952. 


Ceylon’s Private Remittances 

Private remittances and migrants’ transfers from Ceylon 
to India and Pakistan in the first quarter of this year 
totaled Rs 22.9 million. On this basis, the annual rate 
is Rs 91.6 million, which is a large increase over last 
year’s Rs 63.2 million. Remittances to the United King- 
dom in the first three months amounted to Rs. 4.4 million, 
or an annual rate of Rs 17.6 million, which is smaller 
than the Rs 21.4 million remitted in 1951. 
Source: Ceylon News, Colombo, Ceylon, September 18, 

1952. 
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Ceylon-China Trade Arrangements 

Ceylon signed a contract on October 4 to purchase 
80,000 tons of rice from China. The funds thus obtained 
by China would be available for the purchase of rubber 
in Colombo, and it is believed that China has offered to 
buy 50,000 tons of sheet rubber a year. China is also 
prepared to supply Ceylon with a minimum of 200,000 
tons of rice per year on a five-year agreement. 
Source: The Financial Times, London, England, Octo- 

ber 20, 1952. 


Thailand's Industrialization Plan 


The Government of Thailand has approved a five-year 
industrialization plan, to be started in 1953, covering 32 
projects at a cost of 837 million baht (US$67 million). 
It provides for the establishment of an ore smelter, tin 
plate, chlorine, ammonia sulphate, soda ash, and wood 
tar plants, an oil mill to convert ground and other nuts 
into edible oils, including margarine, two new sugar 
factories, two new gunny bag plants, a leather goods 
plant, a new weaving plant, and a new plant for making 
rope. 

The Council of Ministers has also planned the con- 
struction of two factories to produce cement for local 
consumption; one of them will be operated by a private 
concern, with the Government holding 51 per cent of 
the total shares, and the other will be operated by the 
Irrigation Department (see this News Survey, Vol. V, 
p. 98). 

The Government, in view of its partial interest in 
three shipping firms, has agreed to act as a guarantor 
for the firms’ loans from commercial banks for the pur- 
chase of ships. The value of the purchase is estimated 
at 142 million baht. 


Source: Far East Trader, New York, N. Y., October 22, 
1952. 


U.S. Assistance for Japanese Steel Industry 


The National Production Authority (NPA) has granted 
priority assistance of $25 million to seven steel mills in 
Japan for facilitating the procurement of equipment in 
the United States. Similar assistance has already been 
given to the steel industry in Western Europe. 

Following intensive studies during the occupation 
period, the Japanese Government has allocated $44.1 
million of foreign exchange for the importation of steel 
making and finishing equipment during 1951-54; $34.6 
million is for equipment from the United States for seven 
mills, and $9.54 million for equipment from Europe for 
eight mills. The purchases from the United States will 
be paid for in earned dollars. Most of the orders for 
the equipment have already been placed, but deliveries 
have been restricted thus far, pending the granting of 
assistance by the NPA. 

The new equipment is expected to help the Japanese 


steel industry to reduce production costs and improve 
quality, thereby permitting Japan to sell its products on a 
competitive basis. In recent years, the Japanese industry 
has been able to market steel abroad, mainly because of 
the world-wide shortage of steel prevailing since the 
Korean war. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., October 20, 1952. 


Japan’s Merchant Fleet Plans 


The Japanese Government has decided to build four 
more oil tankers, totaling 48,000 tons, during the cur- 
rent fiscal year, in addition to the three under construc- 
tion. Of the total of 5.85 billion yen (US$16.25 million) 
needed for the program, 80 per cent will come from 
the city banks and the remainder from counterpart funds. 

Japan is also planning to strengthen its merchant fleet 
by buying eight used foreign vessels under the foreign 
currency budget of about $266 million for the second 
half of the current fiscal year. The amount earmarked 
for this purpose is $10 million; three vessels will be 
bought from the dollar area for $4 million, three from 
the sterling area for $4 million, and two from the open 
account area for $2 million. 


Source: Far East Trader, New York, N. Y., October 22, 
1952. 


Philippine Gold Developments 


The Monetary Board of the Central Bank of the Philip- 
pines has temporarily suspended the Central Bank regula- 
tion requiring all Philippine gold mines to sell 25 per 
cent of their gross production to the Central Bank at 
the official price of 70 pesos (US$35) per ounce. This 
action, among others, was sought by gold mining interests 
as a relief from current hardships which are preventing 
them from operating at a profit (see this News Survey, 
Vol. V, p. 106). In spite of this temporary suspension, 
the Atok Big Wedge Mining Co., the fourth largest gold 
producer in the Philippines, has filed a petition for 
authority to cease operations owing to exhaustion of its 
funds and inability to pay the minimum wage prescribed 
by law. Meanwhile, the Philippine Secretary of Labor 
rejected the mining operators’ request for additional 
relief in the form of a postponement of the full applica- 
tion of the Minimum Wage Law for from three to six 
months. 

Source: Far East Trader, New York, N. Y., October 22, 
1952. 


United States and Canada 
U.S. Business Conditions 


Business conditions in the United States improved 
in September in response to the usual seasonal influences 
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and to the recovery of those segments of industry which 
had been affected by the steel strike in July. Industrial 
production reached its former postwar peak, with the 
largest increases occurring in steel, petroleum, machinery, 
aircraft, automobiles, television sets, paperboard, and 
coal. Employment in September totaled 62.3 million 
persons, or almost 98 per cent of the labor force. The 
labor force now is more completely utilized than at any 
other time since World War II. 

Sales of nondurable goods have risen sharply in recent 
months, and new orders placed with manufacturers in 
August were the largest since March 1951. Sales of 
durable goods also advanced in August, and the backlog 
of unfilled orders, at $66 billion, was close to the highest 
level for the past three years. Total inventories declined 
in August for the fourth consecutive month. A rise of 
$400 million in stocks of manufacturers was more than 
offset by a $500 million decline in those of retailers and 
a decline of $100 million in stocks of wholesalers. 
Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., October 1952. 


U.S. Trade with Latin America 


A combination of strengthened Latin American import 
controls and a large seasonal rise in U.S. imports reduced 
the U.S. trade surplus with Latin American countries 
from $459 million in the second half of 1951 to $241 mil- 
lion during the first six months of 1952. The 1951 
surplus had resulted from a substantial decrease in U.S. 
imports while exports to Latin America had continued 
the steady rise of the preceding two years. 


During the first half of 1952, U.S. exports to Latin 
America, at $1.9 billion, were slightly less than in the 
second half of 1951; this was the first decrease for any 
half year since June 1950. The decrease was entirely 
in the second quarter of this year, and represented 
largely the delayed impact of strengthened restrictions 
on imports from the United States imposed toward the 
end of 1951 by the larger Latin American republics out- 
side the dollar area. Latin American demand for U.S. 
goods was, however, showing signs of weakening because 
of high Latin American inventories and increased con- 
fidence in the future availability of U.S. exports of 
capital goods. 

U.S. imports amounted to $1.7 billion, a 12 per cent 
increase over the preceding half year. Much of the in- 
crease represented seasonal advances in coffee and sugar 
imports; a temporary suspension of U.S. tariff duties 
on lead and zinc also stimulated imports, mainly from 
Mexico and Peru, and induced large withdrawals from 
bonded customs warehouses. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., October 27, 1952. 
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Canadian Bond Issues 


The Government of Canada has recently issued 1 and 
24% year bonds to the amount of $450 million. The 
issue was oversubscribed and the response of nonbank 
buyers is reported to have been good. It is also reported 
that the Savings Bond campaign is proceeding success- 
fully. The proceeds of the new loan will be used to meet 
maturities of $700 million falling due in November. 
Source: Ministry of Finance, Press Release, Ottawa, 

Canada, October 17, 1952. 


Latin America 

Immigration to Latin America 

Of the estimated number of 140,000 European migrants 
in 1953 it is expected that 44 per cent will go to Latin 
America, particularly to Brazil and Venezuela. Brazil is 
expected to receive 23,500, Venezuela 9,700, Chile 5,300, 
and Paraguay 2,400. The migrants to Venezuela will be 
agricultural workers, and plans are already being made in 
Venezuela to accommodate them. 


Source: El Nacional, Caracas, Venezuela, October 14, 
1952. 


Commercial Treaty Between Venezuela and Canada 

The commercial treaty between Venezuela and Canada, 
originally signed in October 1950 and based on the most- 
favored-nation principle, was extended on October 14, 
1952. The treaty covers customs duties as well as other 
trade taxes, and all matters relating to exchange author- 
izations for commercial operations, and the assignment 
of exchange and import quotas. Venezuela has recently 
reduced the duties on salmon, canned fruits and vege- 
tables, cigarettes, stockings, and some types of woods, 
all of which Canada is in a position to export. 
Source: El Nacional, Caracas, Venezuela, October 5, 

1952. 


Uruguay's Exchange Market and Foreign Trade 

During the first nine months of 1952, the Bank of 
the Republic of Uruguay bought export exchange to the 
amount of $147 million and sold $186 million of ex- 
change for import payments. Of the total purchase of 
export exchange, $120 million was bought at the basic 
rate of 1.519 pesos per dollar, about $9 million was 
bought at the preferential rate of 1.78 pesos, and about 
$17 million received the mixed rates of 2.15 and 2.35 
pesos. Of sales of exchange for import payments, $164 
million was at the rate of 1.90 pesos per dollar and $22 
million at the rate of 2.45 pesos. 

The purchases and sales of exchange left a $39 million 
deficit on trade account. This deficit is substantially 
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smaller than that in the corresponding period of 1951 
($82 million), and also an improvement over exchange 
developments in the first half of 1952. For January to 
June, the exchange balance on trade account showed a 
$63 million deficit. During the third quarter of the 
year, export exchange increased as a result of the 
reactivation of wool exports, and import payments de- 
creased owing to the reinstitution of import restrictions 
last December, the full effects of which are now being felt. 


Source: El Pais, Montevideo, Uruguay, October 14, 1952. 


Other Countries 


Rural Production in Australia 


The volume of Australian rural production has been 
increasing very slowly in recent years. Although the 
wheat acreage has shown a marked decline during the 
last four years, falling by 25 per cent, production has not 
decreased as much as might have been expected. If there 
should be a poor season, production would drop sharply 
and the amount available for export could be negligible. 
Milk production has been at a level slightly above the 
prewar average, but less is being devoted to butter pro- 
duction, which has dropped considerably. The number 
of beef cattle has been rising slightly, and beef pro- 
duction also has increased, but drought in Northern 
Australia has caused heavy losses and will retard this 
development. Expansion of production in the rural 
industries was still being limited in 1951-52 by shortages 
of machinery and materials, particularly heavy tractors, 
wheat farming machinery, and fertilizers; and a shortage 
of experienced manpower was also a retarding factor 
in some industries. 

Population has been increasing much more rapidly 
than rural output, at the rate of about 24% per cent per 
annum. The consequence has been a decline, for most 
items, in both the volume and the proportion of produc- 
tion exported. On recent trends it would be quite pos- 
sible for Australia’s exportable surplus of meat and dairy 
products to disappear within this decade, and for wheat 
exports to be much reduced. The Commonwealth Gov- 
ernment’s policy decisions announced in April and the 
five-year program adopted by the Australian Agricultural 
Council (see this News Survey, Vol. IV, pp. 314 and 348) 
were designed to reverse these trends. 

Source: Commonwealth Bank of Australia, Report and 
Balance Sheets, 30th June, 1952, Sydney, Aus- 
tralia. 


Economic Trends in New Zealand 


During the last few months the supply position in New 
Zealand has improved substantially, to the point of over- 
supply of many goods, and there has been a change of 
atmosphere in the business community, much caution 


and some. uncertainty. Too severe restrictions at this 
stage could easily cause.a loss’ of confidence, too sharp 
a drop in spending and the beginning of unemployment. 
However, the basic condition of inflation remains 
throughout most of the economy. Prices are still rising 
on the whole, but more and more individual prices are 
starting to come down. At the end of July there were 
only 70 persons registered as “disengaged” at the dis- 
trict offices of the Department of Labour, but the notified 
vacancies numbered 16,379. Disinflation, if successful, 
would substantially reduce the number of vacancies, and 
increase the number of temporarily disengaged persons. 
Source: Reserve Bank of New Zealand, Bulletin, Welling- 
ton, New Zealand, August 1952. 


New Zealand Pulp and Paper 

The Prime Minister has said that the Murupara pulp 
and paper project is likely to become New Zealand’s 
fourth great industry, following the dairy, meat, and 
wool industries. World-wide tenders are being called 
for equipment and it appears that the majority of orders 
will go to the United Kingdom. The project will require 
about £15 million of capital, of which £7 million will 
be required from overseas. To meet the cost, it is 
intended to raise £4.4 million in New Zealand, £3.3 
million in the United Kingdom, £1.8 million in the 
United States, £0.9 million in Canada, and £0.3 million 
in Australia, in Sweden, and in Switzerland. 

The company will be registered with an initial capital 
of £6 million. It is proposed that the Government sub- 
scribe £1 million and the sponsors—a group comprising 
one New Zealand and two U.S. companies—£0.7 million, 
and later a further £0.3 million by way of debentures. 
There have been negotiations with Australian publishers 
for £1 million, but the money has not yet been sub- 
scribed. New Zealand publishers have been “pencilled 
in” for £0.3 million, and it is proposed to take a public 
subscription for share capital of about £3 million. 
Source: The Financial Times, London, England, Octo- 

ber 17, 1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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